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reversal in the current account situation with a resultant small 
surplus in the second quarter. Mr. DiTELLA indicated that he now 
anticipated a surplus of $280 million in the current account for 
1976. This more optimistic outlook is based on the supposition 
that the recently introduced crawling peg which ties the exchange 
rate of the Argentine peso to changes in the domestic prices would 
be successful. 

In the fiscal area, Mr. DiTELLA indicated that the public 
deficit had moved from its historical 5 percent of GNP to about 
15 percent for this year. Argentina had introduced some tax refonns 

· to reduce this deficit to about 7 percent in the short run. 

The rate of inflation is a long-tenn problem which will take 
time to solve. However, the recent trend is in the right direction 
Mr. OiTELLA noted, and he was optimistic that recent policy changes 
would be helpful in moderating the inflation rate. Recent monthly 
rates were 50 percent in June, 35 percent in July, and some 23 per
cent in August. He hoped that Argentina would be able to achieve 
an annual rate of 60 percent for 1976, very high by U.S. standards 
but well below recent Argentine experience. Mr. CAFIERO then made 
some remarks on the political situation in which he noted that all 
sectors -- labor, business, military -- of the country were united 
behind this effort which gave him additional hope that the policy 
changes would be successful. 

Mr. DiTELLA then noted that the short-run nature of the Argentine 
balance of payments problem now indicated that the 1975 deficit would 
run to $600 million. He then indicated that Argentina had requested 
Secretary Simon to provide a two-year loan to Argentina of $600 million. 
He felt this would clearly be of sufficient size and duration to get 
Argentina past the current crisis it now faced. In support of his 
request, he also noted that Argentina had provided some assistance 
to the U.S. in 1968 and that Argentina had traditionally run large 
trade deficits with the U.S. He also said that such action by the 
U.S. Government would provide the necessary confidence to private 
col111lercial banks in the U.S. to extend additional loans to Argentina. 

Mr. Dunn stated (Mr. Seidman was called out of the room earlier) 
that he fully understood the situation Argentina faced, that he felt 
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the Ambassador and Economic Minister were proceeding skillfully 
and in a proper way to make their case known and that Secretary 
Simon and other Treasury officials certainly would give very 
careful consideration to the Argentine request. He also noted 
that Mr. Seidman had been pleased to receive the delegation for 
the President. 

The meeting adjourned at 4:20 P.M. 
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